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NOTE 
This statement of position presents the recommendations of the AICPA 
Stockbrokerage and Investment Banking Committee regarding the appli-
cation of generally accepted auditing standards to reports on audited financial 
statements of brokers and dealers in securities. It represents the considered 
opinion of the committee on the best auditing practice in the industry and 
has been reviewed by members of the AICPA Auditing Standards Board for 
consistency with existing auditing standards. AICPA members may have to 
justify departures from the recommendations in this statement if their 
work is challenged. 
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Reports on Audited Financial 
Statements of Brokers and 
Dealers in Securities 
Introduction 
1. In 1985, the audit and accounting guide Audits of Brokers and 
Dealers in Securities was issued. Exhibit A of the appendix to that 
guide illustrates reports on audited financial statements and on sup-
plementary schedules required by the Securities and Exchange 
Commission. In April 1988, the AICPA's Auditing Standards Board 
issued Statement on Auditing Standards (SAS) No. 58, Reports on 
Audited Financial Statements, which changes the auditor's standard 
report on financial statements. This statement of position amends 
Audits of Brokers and Dealers in Securities in response to the changes 
required by SAS No. 58; the guidance in paragraphs 2 through 5 of 
this statement supersedes exhibit A of the guide's appendix. 
Auditor's Standard Report 
2. The following is an illustration of an auditor's report that 
expresses an unqualified opinion on the financial statements and on 
the supplementary schedules required by the Securities and 
Exchange Commission (SEC). 
Independent Auditor's Report 
Board of Directors 
Standard Stockbrokerage Co., Inc.: 
We have audited the accompanying consolidated statement of finan-
cial condition of Standard Stockbrokerage Co., Inc. and Subsidiaries 
as of December 31, 19X1, and the related consolidated statements of 
income, changes in stockholders' equity, changes in liabilities subordi-
nated to claims of general creditors, and cash flows for the year then 
ended. These financial statements are the responsibility of the Com-
pany's management. Our responsibility is to express an opinion on 
these financial statements based on our audit. 
We conducted our audit in accordance with generally accepted auditing 
standards. Those standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the financial state-
ments are free of material misstatement. An audit includes examining, 
3 
on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. We 
believe that our audit provides a reasonable basis for our opinion.1 
In our opinion, the financial statements referred to above present 
fairly, in all material respects, the consolidated financial position of 
Standard Stockbrokerage Co., Inc. and Subsidiaries as of December 
31, 19X1, and the results of their operations and their cash flows for the 
year then ended in conformity with generally accepted accounting 
principles. 
Our audit was conducted for the purpose of forming an opinion on the 
basic financial statements taken as a whole. The information con-
tained in Schedules I, II, III, and IV is presented for purposes of addi-
tional analysis and is not a required part of the basic financial 
statements, but is supplementary information required by rule 17a-5 
of the Securities and Exchange Commission. Such information has 
been subjected to the auditing procedures applied in the audit of the 
basic financial statements and, in our opinion, is fairly stated in all 
material respects in relation to the basic financial statements taken as 
a whole. 
Accounting Firm 
New York, New York 
February 15, 19X2 
GAAP Departure—Unsupportable Valuation 
3. If securities and investments that are not readily marketable 
are material, it will be necessary to review the procedures and under-
lying documentation supporting the valuations. If the auditor con-
cludes that the valuation procedures are inadequate or unreasonable 
or the underlying documentation does not support the valuation, he 
or she may need to issue a modified opinion because of a departure 
from generally accepted accounting principles. Following is an exam-
ple of a qualified opinion (assuming the auditor cannot reasonably 
determine the effects of the departure). 
1 See the discussion of the "Financial and Operational Combined Uniform Single Report" in 
chapter 2 of Audits of Brokers and Dealers in Securities for information on obtaining con-
fidential treatment of the financial statements from the SEC. 
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Independent Auditor's Report 
Board of Directors 
Standard Stockbrokerage Co., Inc.: 
[Same first and second paragraphs as in the report illustrated in para-
graph 2.] 
As discussed in Note 1 to the financial statements, investment securi-
ties not readily marketable amounting to $10,730,685 (27 percent of 
stockholders' equity) as of December 31, 19X1, have been valued at fair 
value as determined by the Board of Directors. We have reviewed the 
procedures applied by the directors in valuing such securities and 
investments and have inspected underlying documentation. In our 
opinion, those procedures are not reasonable, and the documentation 
is not appropriate to determine fair value of the securities in confor-
mity with generally accepted accounting principles. The effect on the 
financial statements of not applying adequate valuation procedures is 
not readily determinable.2 
In our opinion, except for the effects on the financial statements of the 
valuation of investment securities determined by the Board of Directors, 
as described in the preceding paragraph, the financial statements 
referred to above present fairly, in all material respects, the consolidated 
financial position of Standard Stockbrokerage Co., Inc. and Subsidi-
aries as of December 31, 19X1, and the results of their operations and 
their cash flows for the year then ended in conformity with generally 
accepted accounting principles.3 
Our audit was conducted for the purpose of forming an opinion on the 
basic financial statements taken as a whole. The information con-
tained in Schedules I, II, III, and IV is presented for purposes of addi-
tional analysis and is not a required part of the basic financial 
statements, but is supplementary information required by rule 17a-5 
of the Securities and Exchange Commission. Such information has 
been subjected to the auditing procedures applied in our audit of the 
basic financial statements and, in our opinion, except for the effects on 
[identify the schedules affected] of the valuation of investment securi-
ties determined by the Board of Directors, as described in the second 
preceding paragraph, the information is fairly stated in all material 
respects in relation to the basic financial statements taken as a whole. 
New York, New York Accounting Firm 
February 15, 19X2 
2 SEC regulations require auditors to state if they have reviewed the procedures applied by 
the directors in valuing the securities, if they have inspected the underlying documentation, 
and if they believe the procedures are reasonable and documentation appropriate. 
3 In certain circumstances, depending on materiality, the qualification could apply only to the 
income statement. 
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Explanatory Paragraph for Uncertainty of Valuation 
4. The auditor might conclude, based on his or her review of 
management valuation procedures and the underlying documenta-
tion, that in the circumstances, the procedures appear to be reasonable 
and the documentation appropriate, but that there exists an inherent 
uncertainty because the range of possible values is significant. In 
such cases, the auditor may need to add an explanatory paragraph to 
the report because of the inherent uncertainty. For a further discus-
sion of valuation of securities and investments that are not readily 
marketable, see the SEC's Codification of Financial Reporting Policies, 
section 404. Presented below is an example of an auditors report in 
which the uncertainty is discussed in an explanatory paragraph. 
Independent Auditor's Report 
Board of Directors 
Standard Stockbrokerage Co., Inc.: 
[Same first, second, and third paragraphs as in the report illustrated in 
paragraph 2.] 
As discussed in Note 1 to the financial statements, investment securi-
ties not readily marketable amounting to $10,730,685 (27 percent of 
stockholders' equity) as of December 31, 19X1, have been valued at fair 
value as determined by the Board of Directors. We have reviewed the 
procedures applied by the directors in valuing such securities and 
investments and have inspected underlying documentation, and in the 
circumstances, we believe the procedures are reasonable and the 
documentation appropriate. However, because of the inherent uncer-
tainty of valuation, the Board of Directors' estimate of fair values may 
differ significantly from the values that would have been used had a 
ready market existed for the securities, and the differences could be 
material. 
[Same paragraph reporting on supplementary schedules required by the 
Securities and Exchange Commission as in the report illustrated in 
paragraph 2.] 
Accounting Firm 
New York, New York 
February 15, 19X2 
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Separate Report on Supplementary Schedules 
5. It is also acceptable to present a separate auditor's report on 
the supplementary schedules as follows: 
Independent Auditor's Report on 
Supplementary Information Required by Rule 17a-5 of the 
Securities and Exchange Commission 
Board of Directors 
Standard Stockbrokerage Co., Inc.: 
We have audited the accompanying consolidated financial statements 
of Standard Stockbrokerage Co., Inc. and Subsidiaries as of and for the 
year ended December 31, 19X1, and have issued our report thereon 
dated February 15, 19X2. Our audit was conducted for the purpose of 
forming an opinion on the basic financial statements taken as a whole. 
The information contained in Schedules I, II, III, and IV is presented 
for purposes of additional analysis and is not a required part of the 
basic financial statements, but is supplementary information required 
by rule 17a-5 of the Securities and Exchange Commission. Such infor-
mation has been subjected to the auditing procedures applied in the 
audit of the basic financial statements and, in our opinion, is fairly 
stated in all material respects in relation to the basic financial state-
ments taken as a whole. 
Accounting Firm 
New York, New York 
February 15, 19X2 
Effective Date 
6. This statement is effective at the time of its issuance. 
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